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MEDIA RELEASE
June 18, 1987
ECONOMISTS PROJECT LITTLE OR NO GROWTH 
FOR MANY STATE INDUSTRIES, UM PROFESSOR SAYS
MISSOULA —
Economists are projecting little or no growth for many 
industries, and managers of firms in those industries 
must adapt to the slow growth by changing their operating 
strategies, according to an article published by the University 
of Montana Bureau of Business and Economic Research.
Paul Larson, assistant professor of management at UM, looked 
at various options for adapting to a slow-growth environment and 
reported his findings in the summer issue of the Bureau's Montana 
Business Quarterly.
Larson said most industries that experience a leveling of 
demand still contain "pockets" of growth potential. He pointed 
to the popularity of minivans and four-wheel drive vehicles in an 
otherwise flat U.S. automobile industry.
He suggested that a manager may better compete in a slow- 
growth economy by concentrating on the segments of an industry 
that show current or potential growth. Promoting quality and
innovation and emphasizing efficient operating methods are also 
important.
Larson said if an industry has declined to the point where 




"harvest" the business. Harvesting involves gradually 
withdrawing from the business, implementing stringent cost 
cutting, maximizing short-term cash flow, and decreasing capital 
investment or research. He said the cash flow is typically 
transferred to another industry with greater potential.
Larson added that a harvest strategy is advisable only if a 
business is clearly declining, with few chances of revival, and 
if the firm can successfully enter another line of business.
Starting another business, Larson said, means considering a 
new set of factors. These include market growth of the industry; 
gross margin (the portion of a product's sales price that is 
markup to the consumer); and cash flow.
Larson said other factors include entry barriers such as 
start-up costs, brand loyalty to existing companies, or location 
of a new business -- all of which may inhibit newcomers from 
entering an industry.
Exit barriers, Larson said, keep firms from leaving an 
industry and are an unattractive feature in a prospective 
business. A common exit barrier is the inability to sell a 
firm's assets for a reasonable price. For example, Larson said a 
real estate firm has very low exit barriers because when the 
industry falters, many agents and brokers simply drop out of the 
business. A lumber mill, on the other hand, has high exit 
barriers because if the industry is down, it is extremely 
difficult to sell the equipment.
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The summer issue of the Montana Business Quarterly is 
available for $4 from the Bureau of Business and Economic 
Research, University of Montana, Missoula, Mont. 59812.
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